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SIDBEC 
AND 
ITS SUBSIDIARY 


FINANCIAL STATEMENTS 


DECEMBER 31, 1968 


PRESIDENT’S MESSAGE 


In 1968, SIDBEC started on steelmaking operations. More precisely, 
lengthy negotiations with Hawker Siddeley Canada Ltd., principal shareholder 
of DOSCO, resulted on December 27th, 1968, in the acquisition of more than 
90% of DOSCO’s shares. However, it was not until August 22nd, 1969, that 
SIDBEC actually assumed full control of all the shares, and it was only then 
that DOSCO’s financial statements could be submitted to and approved by 
the annual shareholders’ meeting of the latter company. This is the reason 
for the delay in submitting the 1968 consolidated financial statements. From 
now on, SIDBEC intends to present its consolidated financial statements 
towards the month of March of the following year. 


It was on December 27th, 1968, also, that the Board of Directors of 
DOSCO resigned en bloc and was replaced by one appointed by SIDBEC. 
The results of DOSCO’s operations are therefore not consolidated in the 
present report but will be as of the first of January, 1969. Thus, the con- 
solidated financial statements of SIDBEC and its subsidiary for the year | 
ending December 31st, 1968, have been ratified by SIDBEC’s Board of © 
Directors, with the reservation that all DOSCO’s present directors were 
appointed on December 27th, 1968, and have therefore not taken part in 
its administration during the 1968 fiscal year. 


Results of operations, as submitted in this report, represent the costs 
of the last studies leading to the acquisition of DOSCO’s shares. They were 
added to the expenses incurred during previous years for the same purpose. 
Their total sum of $6,089,425 has therefore been written off as a deficit, 
thus terminating this period of studies and marking the start of operations 
of the steel complex. 


DOSCO, which was acquired by SIDBEC on December 27th, 1968, sus- 
tained a loss of $8,950,000 during the course of its fiscal year ending on 
December 31st, 1968, or approximately $2,000,000 more than anticipated in 
the SIDBEC study of DOSCO’s operations which was undertaken in January 
1968. SIDBEC accordingly made a demand of Hawker Siddeley Canada Ltd., 
which was granted, that a reduction of approximately this amount be re- 
flected in the transaction price. 


The reorganization of DOSCO, initiated early in 1969, is still in progress 
and the Company has already benefited from the ensuing effects. | am, 
as of now, in a position to report that the consolidated profits realized by 
SIDBEC and its subsidiary during the six month period ending June 30th, 
1969, amount to $874,000. 


Finally, it seems most appropriate to extend a word of thanks and 
appreciation to the SIDBEC and DOSCO personnel who have made it pos- 
sible, throughout the period of negotiations and at the time of the take-over, 
for this difficult transition to take place as smoothly as possible, while at 
the same time actively taking part in the reorganization of the company. 


J.-P. GIGNAC, president 
SIDBEC DOSCO 


AUDITOR’S REPORT 


To the Shareholders of Sidbec, 


We have examined the consolidated balance sheet of Sidbec and its subsidiary 
company as at December 31, 1968 and the consolidated statements of income and deficit 
and source and application of working capital for the year then ended and have obtained 
all the information and explanations we have required. Our examination included a 
general review of the accounting procedures and such tests of accounting records and 
other supporting evidence as we considered necessary in the circumstances. 


In our opinion and according to the best of our information and the explanations 
given to us, and as shown by the books of the companies, these consolidated financial 
statements are properly drawn up so as to exhibit a true and correct view of the state 
of the affairs of the companies as at December 31, 1968 and the results of their operations 
and the source and application of their working capital for the year then ended, in ac- 
cordance with generally accepted accounting principles applied on a basis consistent 
with that of the preceding year except for the change in accounting for the operating 
expenses of Sidbec, which change we approve and is described in Note 8. 


(signed) BELANGER, DALLAIRE, GAGNON & ASSOCIES 
RAYMOND, CHABOT, MARTIN, PARE & ASSOCIES 
Chartered Accountants 


Montreal, Canada 
April 14, 1969. 


CONSOLIDATED BALANCE SHEET 


DECEMBER 31, 1968 


ASSETS 


Current assets: 


Accounts receivable . 

Receivable on sale of shares of Hawker Industries Ltd. (Note 1) 
Proceeds receivable from subscription to shares 

Inventories, at lower of cost and net realizable value 


Prepaid expenses 


investments, at cost: 


Proceeds receivable from subscription to shares (Note 2) 


Amount receivable within one year, included with current assets 


Notes receivable, due at various dates from 1970 to 1974 


Fixed assets: 


Land, buildings, machinery and equipment, at cost 


Less accumulated depreciation 


Unamortized debenture discount 


$ 15,962,556 
14,697,030 
14,000,000 
16,453,226 


369,955 


53,000,000 


14,000,000 


39,000,000 


2,304,388 


101,265,841 


33,118,227 


See accompanying notes to consolidated financial statements. 


$ 61,482,767 


41,304,388 


68,147,614 


832,102 


$171,766,871 


LIABILITIES 


Current Liabilities : 


at LI MCDLOON ESS ( (INOEE HSN) aie elec ialctuitianntal gli Gaara pont a trRaN NA BIAAH $ 11,111,495 
RECOM S DAavarle ANG ACCC een ell Delian ie ite alii ailenuammarnge rine tsi 8,695,665 
Taxes payable other, than: On income jee oe ely he ee aya he 360,176 
Due to Hawker Industries Ltd. and to its affiliated companies (Note 1) . 5,681,658 
Long term debt due within one year ...... .. 5.84 11,205,554 $ 37,054,548 
Pree DEBE NOTE A) ime iy PAN SURE TSG HO CA AUN 58,917,496 
Provision for Unfunded Pensions (Note 5) ...... .. 4... 5. 2,196,235 


Excess of net asset value of the subsidiary company over the cost 
St Gate OF Acquisition. (NOTE 6) oi ee RO oh ol eet hy 19,687,667 


Shareholders’ Equity : 
Capital stock — (Note 7) 


Authorized : 
10,000,000 deferred dividend shares with a par 
value of $10 each 


10,000,000 common shares with a par value of 


$10 each 
Issued and fully paid : 
700,035 deferred dividend shares . ...... 5. +4 «+ ws 7,000,350 
Issued and subscribed 
5 300,000). deterred dividend: shares): \a) R520 Slaves WEG OAM aera 53,000,000 
60,000,350 
DEFICIT MEINOLES Vn AICS OR reali ieattibamuate Ditelian RDU oT Ra ROKER ARN NOSSO 6,089,425 53,910,925 


$171,766,871 


Commitments (Note 10) 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENT OF INCOME AND DEFICIT 


FOR THE YEAR ENDED DECEMBER 3i, 1968 | (NOTE 1) 
Income: 
Management sfees iirc icy per ainua uGlings meu ul amir on sush aul uti Rain Una $ 226,150 


Expenses: 


Salaries AAEM en NUCL MUON ORT NG PEMA eH or BSR TSA MTORR Ar $ 287,565 
ENSINGELS) (ANG CONSUITANES (TESS del Oe TRU Na Hab aa Meal INE VH Rea Ca ARR 251,447 
Directors’ fees SURGICAL DMACOS ZU LN IDR ORO NN eM SCRE ea EO 14,618 
General administrative expenses, including expenses related 
to the acquisition of shares of a subsidiary company PN Ne eee UO 1,125,310 ___ 1,678,940 
Net loss for year AHL SRNL AGIA Ct TRO NO 1,452,790 


Write-off of December 31, 1967 deferred 
charges and incorporation expenses (Note 8) .......... 4,636,635 


Deficit, December) Ss TOGB init a ce a (RA VIMT NGt Ma THU eT RC $ 6,089,425 


See accompanying notes to consolidated financial statements. 


CONSOLIDATED STATEMENT OF SOURCE AND 
APPLICATION OF WORKING CAPITAL cnote 1) 


FOR THE YEAR ENDED DECEMBER 31, 1968 


Source : 
Proceeds from subscription to capital stock 
Long-term debt 


Working capital of the subsidiary at date 
of acquisition 


Application : 
Net loss for year 


Less non-cash item included in determination 
of net loss — 
Depreciation and write off of leasehold improvements 


Funds lost from operations 
Acquisition of shares of a subsidiary 


Fixed asset additions 


Increase in working capital 


Working capital, December 31, 1967 


Working capital, December 31, 1968 


$ 21,000,000 

21,000,000 

21,131,640 

63,131,640 
$ 1,452,790 
118,428 
1,334,362 
32,560,946 

3,051 33,898,359 

29,233,281 

(4,805,062) 


$ 24,428,219 


See accompanying notes to consolidated financial statements. 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 3i, 1968 


Note 1 — Consolidation 

On November 25, 1968, the company offered to purchase from the shareholders 
of Dominion Steel and Coal Corporation, Limited (Dosco) all the outstanding 
shares. This offer was subject to certain terms, one of which provided for a 
reorganization plan whereby Dosco undertook to transfer to a subsidiary com- 
pany, Hawker Industries Ltd., all assets, liabilities and operations not related 
to the steel-making activity and then to sell the shares of this subsidiary 
company. 

The proceeds receivable from the sale of the shares of this subsidiary company and 
the amount payable to Hawker Industries Ltd. and to its affiliated companies arise 
from this reorganization. These accounts have been settled since that date. 

The offer of the company which had been accepted by more than 90% of the share- 
holders on December 31, 1968 has been completed on March 28, 1969, on which 
date Sidbec became owner of 96.3% of the issued shares of Dosco. The company 
intends to take advantage of the provisions of the act governing the subsidiary 
company, Dosco, to purchase the balance of the outstanding shares. 

The financial year end of the company being December 31, and control of Dosco 
having been acquired on December 27, 1968 the operating results of the subsidiary 
company have not been consolidated for the current year. For the same reason, 
the working capital of the subsidiary company at December 31, 1968, is the 
only amount reflected in the consolidated statement of source and application 
of working capital. 


Note 2 — Proceeds receivable from subscription to shares 

By virtue of Bill 65 of the Quebec National Assembly sanctioned the 5th of July 
1968, 6,000,000 deferred dividend shares shall be allotted to Her Majesty in 
right of the Province which subscribed those shares payable by instalments 
amounting to $12,000,000 yearly over a period of five years. During this year 
700,000 deferred dividend shares have been fully paid. The amount of $14,000,000 
shown as current assets represents $5,000,000 received on January 20, 1969 and 
the monthly instalments of $1,000,000 from April 30, until December 31, 1969. 


Note 3 — Bank indebtedness 
Bank loans of the subsidiary company are secured by an assignment of accounts 
receivable, inventories, and the proceeds receivable on the sale of shares of 
Hawker Industries Ltd. 


Note 4 — Long-term debt 
a) Parent company — 


Bank indebtedness NER LOI OW TU eI ANiei He Spee OOO FOOD 
Balance due on share De iaiio of the 
subsidiary company ALISA ELE HO RNC SSCA HON 22,955,554 
26,455,554 
Notes payable, bearing no interest, 
maturing January 31, 1974 LSS DASARI AZ 5,C80,000 
31,455,554 
Less portion due within one year. . . 10,455,554 $21,000,000 


b) Subsidiary company — 

534% Sinking fund debentures, Series A, due June 1, 

1984; annual sinking fund retirement — $750,000 
commencing in 1969 HUE 15,000,000 

6% Sinking fund debentures, Series B, Ale Ae 15, 

1985; annual sinking fund retirement — $750,000 
commencing in 1970 phils 15,000,000 

534% Sinking fund debentures, Series C die lay 15, 

1985; annual sinking fund retirement-U.S. $400,000 


commencing in 1970 (U.S. $8,000,000) AeeU? 8,667,496 
38,667,496 
Less Sinking fund retirement due within one year 750,000 37,917,496 


$58,917,496 


The balance due on share acquisition of the subsidiary company has been replaced 
by additional bank loans which can reach an aggregate amount of $25,000,000. 
These bank loans are repayable by monthly instalments of $1,000,000 from April 
30, 1969 to March 31, 1971, and have been secured by the assignment of the shares 
of the subsidiary company and of $24,000,000 of the proceeds receivable from the 
subscription of shares by the Government of the Province of Quebec, which amount 
shall be received before March 31, 1971. 


Note 5 — Pensions 


In addition to its adequately funded pension plans (1955 and 1966 plans) Dosco 
has obligations (1923 plan) for unfunded pensions in respect of past services, 
which are fully provided for in the accounts. 


Note 6 — Excess of the net asset value of the subsidiary company 


over the cost at the date of acquisition 
This amount arises from the acquisition of all the issued shares of Dosco, as 
compensation for certain costs to be incurred by Dosco and for results which 
during the initial years will be lower than those sought by Sidbec on its 
investment. 
This excess will be transferred to the consolidated statement of income during 
the next six years in accordance with the sum of the digits method. 


Note 7 — Capital stock 


By virtue of Bill 66 of the Quebec National Assembly sanctioned the 5th of July 
1968, the capital stock of the company has been amended to 10,000,000 deferred 
dividend shares with a par value of $10 each, and 10,000,000 common shares 
with a par value of $10 each. The 70 common shares previously issued and 
paid have been converted into 35 deferred dividend shares. 

No dividend is payable on the deferred dividend share. However each deferred 
dividend share can be converted into one common share when the average 
of two consecutive years’ profit is at least equal to $1.00 per outstanding share. 


Note 8 — Deficit 
All expenses incurred by the company since its inception up to December 31, 
1967 were accounted for as deferred expenses. As a result of the acquisition 
of the shares of Dosco, these expenses, which related to the evaluation of 
projects not implemented have been written off to deficit. For the year ended 
December 31, 1968, the operating expenses were charged to the statement of 

income. 


Note 9 — Retained earnings ‘ 

The Trust Deeds relating to the debentures of the subsidiary company contain a 
restriction on the payment of dividends on the subsidiary company’s capital 
stock. All of the retained earnings at December 31, 1968 which are $8,867,620, 
and approximately $30,000,000 of future net earnings are subject to this restriction. 


Note 10 — Commitments 
By virtue of a Trust Deed dated December 27, 1968, the company has committed 
itself to advance to the subsidiary company, on or before December 31, 1973, 
the sum of $5,000,000 which the subsidiary company will invest in fixed assets. 
The repayment of these advances will be subordinated to certain conditions 
detailed in the said Trust Deed. 


Note 11 — Income taxes 
Losses of $14,500,000 are available to be carried forward against the subsidiary 
company income of future years. Furthermore, capital cost allowances to be 
claimed for income tax purposes in future years exceeed the net book value of 
depreciable fixed assets by $25,000,000. 


BOARD OF DIRECTORS 


Mr. JEAN-PAUL GIGNAC 
President 
SIDBEC DOSCO 


Me RENE PARE 
President 
La Société des Artisans 


Mr. GERARD PLOURDE 
President 
U.A.P. 


Mr. JEAN DESCHAMPS 
President 
Société Générale de Financement du Québec 


Mr. MICHEL BELANGER 
Special Consultant 
Prime Minister’s Department Staff 


Me. MARCEL FARIBAULT 


Director of several companies 


Mr. PETER N. THOMSON 
President of the Board of 
Power Corporation 


Mr. ALFRED ROULEAU 
President 
Assurance-Vie Desjardins 


Mr. ROBERT C. SCRIVENER 
President 
Bell Canada 


OFFICERS 


Mr. JEAN-PIERRE HOWISON 


Treasurer 


Mr. PIERRE SAUVE 


Secretary 


AUDITORS 


BELANGER, DALLAIRE, GAGNON & ASSOCIES 
RAYMOND, CHABOT, MARTIN, PARE & ASSOCIES 
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